Abstract: It is widely accepted that China has been experiencing an export-led growth approach. However, the question whether government can reshape industry structure through production subsidies to enhance export performance has not been answered. This paper analyses the impact of production subsidies on firms' export performance using a very comprehensive and recent firm level database and controlling for the endogeneity of subsidies. It documents robust evidence that production subsidies stimulate export activity, although this effect is conditional on firm characteristics. In particular, the beneficial impact of subsidies is found to be more pronounced amongst profit-making firms, firms in capital intensive industries and those located in non-coastal regions. Compared to firm characteristics, the extent of heterogeneity across ownership structure (SOEs, collectives and privately-owned firms) proves to be relatively less important.
Introduction
China's economic growth experience and particularly its emergence as one of the largest export nations has fuelled much recent debate. Its rapid export growth is not only reflected in the expansion of its trade volume, but also in its steadily increasing export product sophistication. Schott (2008) argues that China's export structure has been increasingly upgraded and that there is a considerably overlap in terms of export products between China and developed economies, which is unusual given China's endowment and level of development. He indicates that China exports an astonishingly wide range of goods and many of these in high-tech sectors.
1 Rodrik (2006) also shows that China's export basket is significantly more sophisticated (in the sense of containing more high tech goods) than would be expected on the basis of pure comparative advantage arguments. He suggests that China's industrial policies of "promotion and protection" -pursued since its opening up in 1978 -have played an important part in shaping the current industrial structure and export activity. Some economists, like Bransteeter and Lardy (2006) , argue that although China may export sophisticated products, the most sophisticated components of the product are imported from developed countries. Therefore, China does not add much of the value to the products they export. For example, only $3.70 of the Apple's ipod's value is produced in China, compared with about $80 in gross profit by Apple (Linden et al., 2007) . However, it is difficult to deny that some Chinese firms are making their mark in high-tech industries and the Chinese government, at both central and local levels, has been trying to actively upgrade companies' product structure through tax and other policy incentives, like production subsides. According to the WTO 2007 report, China's export unit value index for manufactured goods rose by 3.6 % in 2006.
Our paper contributes to this literature by examining in detail exporting activity at the level of the firm, and in particular the role production subsidies from either local or central government have had on this. 3 Hence, we are attempting to provide an adequate evaluation of Rodrick's more general argument that export growth is largely due to industrial policies, focusing on one specific aspect such policies might take. We also account for firm level heterogeneity and consider the potential endogenous selection when it comes to distributing subsidies. As concerns firm heterogeneity, an important aspect of China's industrial structure is the significance of state-owned enterprises (SOEs).
While their importance has declined rapidly over the last two decades the share of industrial value produced by SOEs is still 34.1% in 2003 (Lui et al., 2006) . Given their ownership structure SOEs are likely to operate differently from privately and collectively owned firms and may also be subject to different policy treatments (Branstetter and Feenstra, 2002) . Hence, we allow for differences between
SOEs and other types of firms in China. Furthermore, we consider heterogeneity within ownership structure by exploring whether some firm level characteristics mediate the export-subsidy relationship.
In investigating the effect of subsidies on export activity it is important to recognise that subsidies are unlikely to be exogenous to exports. Rather it is more likely that governments select targets for subsidising based on certain firm characteristics which are systematically correlated with exporting. For example, Eckaus (2006) discusses Chinese policies of subsidising loss making SOEs, and a firm's profit or productivity performance is likely to be correlated with its exporting status. In our analysis we take particular account of the potential endogeneity of production subsidies. We exploit firm level information on the level of employee social welfare benefits and the contribution of local and regional governments to a firm's paid up capital, which we judge (based on economic intuition and formal testing) to be good instrumental variable candidates.
We implement the estimation using an instrumental variables Tobit estimator due to Blundell and Smith (1986) .
Despite the potential importance of using explicit policies to promote exporting activity in many developed and developing countries, there are few empirical studies that have investigated this issue. Bernard and Jensen (2004) investigate, amongst other things, whether export promotion expenditures at the state level influence the decision of US plants to export or not. Their findings suggest little evidence of this factor encouraging participation in the global market by US manufacturers. Another related paper by Görg et al. (2008) investigates the causal relationship between firm level subsidies and export activity using firm level data for the Republic of Ireland.
They do not find that subsidies encourage firms to start exporting, but only that receipt of subsidies encourages previous exporters to export more.
Our paper relates to this literature but looks at the issue in the specific context of China. This makes our paper particularly relevant to the on-going debate on China's export growth and the role of policy in this context. Specifically, we investigate whether production subsidies can play a role in promoting export activity in China's manufacturing sector. Our empirical analysis utilises an unbalanced panel dataset comprising of more than 140,000 firms over the period 1999-2005, which includes the rare information of production subsidies received by Chinese firms. We find robust support for the hypothesis that production subsidies can play a role in increasing export volumes, even after controlling for a host of firm level determinants of export volume and the potential endogeneity of subsidies. However, export subsidies seem to be less important in helping a non-exporting firm to participate in export markets. We also establish that the exporting effect of production subsidies is more pronounced among Chinese firms that are in more capital intensive industries and are profit making.
The following section gives some overview of China's export performance and the use of production subsidies. Section 3 introduces our research design, Section 4 describes the dataset while Section 5 presents the empirical results of our estimations. Finally, Section 6 concludes.
An overview of exports and subsidies

Exports
China's growing participation in international trade has been one of the most prominent features of its economic reform. As the world's third-largest exporter, China is also the leader among the countries covered by the WTO in terms of export growth (WTO, 2006) . During China's economic reform period in the past three decades, the role of exports in promoting GDP growth is not marginal (See Figure 1) . Lin and Li (2002) estimate that a 10 percent growth in exports may lead to a one percent growth in GDP in China and suggest that, in order to maintain its rapid economic growth, a strong export tendency should be sustained. Therefore, the Chinese government has ample incentives to reshape the industrial structure to promote exporting activities.
[ Figure 1 here]
Government policies in favour of high-tech product exports are reflected in the list of China's top export commodities. As shown in Table 1 , the total export value of electrical machinery and hightech products, including products such as computers, electronics, aerospace technology and telecom equipment, has risen steadily over time from 640 US$ billion in 2005 to 1048 US$ billion in 2007, while some labour-intensive products like toys and plastics articles show very modest or even negative growth rates in exports value. One interesting point from Table1 is that the values of some commodities which are widely understood as assembly products, such as "Parts of TV set", "Sound
Recording Apparatus", "TV set" and "Record and DVD player", have largely shrunk, with "Record and DVD player" disappearing from the club of top export products. Although the extent of the impact of policy adjustment is not clear, there has been an increased emphasis of late on high-tech merchandise exports and it is likely that government policies and promotions have significantly helped to shape the structure of Chinese exports, as argued by Rodrik (2006) .
[ Table 1 here]
Subsidies
Subsidies can be regarded as a tool government adopted to encourage activities that would otherwise not take place and are widely used around the world for specific purposes. Görg, Henry and Strobl (2007) find evidence for Ireland that production subsidies at the firm level positively influence exports of already existing exporters, although there is no evidence that they induce firms to enter export markets. Given the importance of exports in China's economic growth, it is not unreasonable to assume that there might be a link between the substantial amount of subsides that the Chinese government provides and China's remarkable export performance.
To the best of our knowledge, there is no public information for China on any direct export subsidies and it is also difficult to find any detailed information on which industries or what types of enterprises are subsidised and by how much. However, data on production-related subsidies for encouraging innovation or high-tech products and subsidies flowing into SOEs are available from the (WTO, 2006) . The motivation for Chinese government to subsidise loss-making SOEs is to avoid a worsening of unemployment rates and social riots due to possible bankruptcies of SOEs (Luo and Golembiewski, 1996) . Table 2 also shows that over half of total subsidies are allocated to innovation and science & technology promotion funds. This is one indicator that the government is promoting innovation activities and focusing on developing firms with high-tech products.
[ Table 2 here]
By way of more specific examples of how subsidy policies work in practice, Jinshan district in Shanghai implements a policy for attracting investment in the following way: A firm that invests more than 10 million RMB (about 1.2 million US$) in their business park can get a subsidy of 0.8% of its investment and can apply for subsidies of up to 800,000 RMB (about 100,000 US$) in a single application. 6 Zhuhai city's policies offer much more, in addition to 3 years free land, free office, 30% discount for electricity and communication fees, favourable conditions for bank loans, they set up a special fund to encourage software exports, and offer 500,000 RMB (about 60,000 US$) for all the firms that pass the CMM-2 certification. 
Empirical model and estimation strategy
We aim to establish whether there is a link between the policy of providing production-related subsidies and export performance at the firm level. There are a number of theoretical reasons why such subsidies may play a role, and we illustrate two here. The first is a standard undergraduate textbook case. Consider a profit-maximizing monopolistic firm that faces the problem of allocating sales in domestic and foreign markets. The firm faces downward sloping demand schedules in both markets. We assume that the foreign market is more competitive than the domestic market, leading to a flatter foreign than domestic demand schedule. 10 In this case, one can easily show that a subsidy, which leads to a downward shift of the marginal cost curve, can induce a firm to start exporting.
Furthermore, in this scenario a production subsidy can also lead to an increase of export sales for already existing exporters. The official reason put forward by China is that central government faces the difficulties in tracking down all sources and types of subsidies and that a large proportion of the subsidies have come from local government, although some researchers such as Eckaus (2006) are highly sceptical of this argument. 10 This seems a reasonable assumption for the case of China. Even though the economy has opened up to trade quite substantially and joined the WTO in 2001 the domestic market is still largely dominated by State-owned enterprises (e.g., Bajona and Chu, 2004) rendering the domestic market less competitive than international markets.
Another justification for a positive effect of production subsidies on exporting may come from the recent theoretical and empirical literature on firm level export activity which argues that selling abroad involves sunk costs and it is only the "better" firms, i.e. those that are more efficient or productive, that are able to overcome these entry barriers and export successfully (Melitz, 2003) .
Hence government support specifically targeted at improving productivity related aspects of the firms' operations can assist them in overcoming barriers to exporting (Görg et al., 2008) .
In order to investigate the hypothesis that production subsidies can impact positively on exporting we model the determinants of a firm's export activity, paying particular attention to the role of subsidies. To determine the relationship between firm level state subsidies (s) and the level of exporting E, we formulate a Tobit model in terms of a latent variable model,
where the dependent variable is the level of exporting, defined as the log of export sales. A firm i either exports at time t with a positive (log) export sale ( > 0) or it does not ( = 0). S is equal to the value of the production subsidy firm i received from either local or central government and represents our main variable of interest. X is a vector of firm determinants of exporting intensity. The vector D consists of a full set of regional, two digit industry, and ownership and time dummies.
The choice of variables to be included in X is guided by the existing empirical literature on the determinants of exporting. It is largely accepted in the literature that firms that are larger and more productive are more likely to export (e.g., Bernard and Jensen, 2004; Roberts and Tybout, 1997) . Our choice of covariates reflects these findings. Furthermore, we include a foreign investment variable in the analysis to capture the possibility that firms that have some level of foreign capital participation are more likely to export. The variables in X are lagged by one period in order to address the possibility that many firm level characteristics are likely to be contemporaneously determined with, or indeed impacted upon, by their export activities (for a recent discussion, see Lachenmaier and Wößmann, 2006) . Accordingly, we consider firm's export experience, productivity, size, foreign direct investment (FDI) at the firm level in X (these variables are defined in more detail below in Table 3 ).
An important empirical problem within the context of this paper is that subsidies are likely to be endogenous if governments select firms with certain characteristics and exporting is correlated with these characteristics. For example, governments may choose either high or low productivity / profitability firms as their main recipients and exporting is likely to be correlated with these measures of firm performance. Hence the accurate identification of the impact of subsidies requires the availability of exogenous instruments that are correlated with the level of subsidy, but do not directly affect exporting. We propose that two firm variables that are available in the data -the level of employee social welfare benefits and state capital-are exogenous instruments in this context. On the one hand, firms in receipts of high level of social benefits from local and central governments are likely to receive larger production subsidies too. On the other hand, it can reasonably be argued that provision of social welfare benefits such as housing and medical care, does not have a direct relationship with exporting conditional on subsidies and the vector of firm level characteristics, X. Similar arguments can be made about the contribution of local and regional governments to the firms paid up capital.
Accordingly, we use the instrumental variables technique for Tobit models due to Blundell and Smith (1986) . Although we argue that the instrumental variable candidates are exogenous in this context, we also provide formal statistical tests of their validity. Firstly, the Hansen/Sargan test for instruments exogeneity is conducted by estimating the exporting equation using linear GMM techniques. Secondly, we provide evidence that the instruments are sufficiently correlated with subsidies, and hence our estimates do not suffer from weak instruments problem, by using the identification test suggested by Cragg and Donald (1993) . Since the Tobit model is a nonlinear model, the estimated coefficients cannot be interpreted as marginal effects, and further computations have to be performed to obtain the latter. Accordingly, after obtaining consistent estimates of the parameters of Model (1) via the instrumental variables Tobit estimator, we recover and report two sets of marginal effects. The first relates to the impact of a unit change in the level of subsidies on the level of export conditional on the firm being an exporter.
Omitting firm and time indices for ease of presentation, this can be typically expressed as:
The second set of marginal effects gives the impact of subsidies on the probability to export.
Irrespective of the level of exporting. Recalling that the Tobit model is based on the normal distribution, a typical element of this set of marginal effects can be computed as
We also explore whether the exporting effect of subsidies on exports is mediated by firm level characteristics (whether the firm is a loss-making firm or not; whether it is in a capital intensive sector or not). We also investigate whether the effect of subsidies differs according to whether a firm is located in coastal regions or not, and whether this effect has changed since China's accession to WTO (i.e. after 2001). The justification for the latter two issues is to check whether subsidies impact firms differently in high or low trade cost regions (assuming that coastal regions have lower trade costs) or high and low trade cost regimes (i.e., before and after WTO accession). In all cases we conduct our analysis on the whole sample of domestic firms as well as for each of the main ownership categoriesstate, collective and private-separately.
Description of the data
Our econometric analysis draws on the Annual Report of Industrial Enterprise
Statistics compiled by the National Bureau of Statistics of China (NBS). The report covers the population of state-owned enterprises and all non-state firms with annual turnover of over five million Renminbi (just above $600,000). It is estimated that the firms contained in the data set account for about 85-90% of total output in most industries. The NBS performs several logic tests to ensure the accuracy of the information in the report and identify illogical data.
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The data set includes information on firm ownership structure, industry affiliation, geographic location, establishment year, employment, gross output, product innovation, R&D, value added, net fixed assets, exports, R&D and employee training expenditures.
14 The data set available to us spans the period 1999 to 2005, and comprises of more than 1.3 million observations from about 446,000 firms. It is worth noting that the econometric work is confined to domestic-owned enterprises, in view of the objective of this paper. 15 In the final analysis, 142909 domestic firms (with more than half a million total observations) have the minimum information required for the econometric estimation. Of those, around 14% of firms received production subsidies at some stage during the sample period.
The NBS assigns to each firm in the database a categorical variable indicating its ownership status. Nevertheless, it is also possible to construct a continuous measure of 13 In a recent OECD project Holz (2005) examines the validity of the Chinese dataset and concludes that the data are likely to be of high quality.
14 Nominal values are deflated using industry-specific ex-factory price indices obtained from China Statistical Yearbook 2006. 15 Firms are classified as foreign-owned multinationals once foreign participation exceeds 25 percent of ownership. Our analysis does not consider such foreign owned firms as the determinants of exporting can be expected to be quite different for those two types of firms (e.g., Girma et al., 2009) , and because the focus of our paper is on the development of domestic exporters.
ownership composition from the database by looking at the fraction of paid-in capital contributed by the state, private domestic and foreign investors. Using this measure of ownership, we define a firm as being state-owned, collectively or private if the state, collectives or private individuals are the majority investors in the firm, respectively. The data set provides information on the extent of foreign capital participation at the level of the firm.
This enables us to calculate the share of foreign ownership in the domestic enterprise and identify the direct effects of FDI on domestic firms' export activity. Table 3 includes the definition of the variables included in equation (1) and some summary statistics. A few points are noteworthy. Firstly, privately owned firms have the highest average level of exports compared to SOEs and collectively-owned firms. They are also, on average, the most productive (in terms of value added per worker). By contrast, SOEs are on average the largest (in terms of employment). Finally, not surprisingly, SOEs are, on average, the largest recipients of production subsidies.
[ Table 3 here] 35 -42) . This is in line with the aggregate data presented in Table 1 above and Rodrik's (2006) view that China has not only become a significant player in export markets but also that its export basket is significantly more sophisticated than would be expected based on comparative advantage arguments.
The export performances of SOEs and collectively-owned firms are more diverse, however.
While both types of firms show some positive export growth in some high tech sectors, this performance is significantly less than that of private firms. Also, there are a large number of sectors in which exports by those two types of firms declined over the five year period analysed. Given that SOEs are on average the largest recipients of production subsidies from local or central governments this, at first sight, does not suggest any strong relationship between export activity and subsidies.
However, the summary statistics of course do not allow us to get to the bottom of this issue as we cannot allow for firm heterogeneity, endogeneity of subsidies and the conflating effects of other variables. This will be done in the econometric analysis in the next section.
[ Table 4 here]
Given that our main interest is in the impact of production subsidies we present some data on average subsidies per firm across two digit industries in Table 5 . In absolute values, subsidies were highest in the textiles (17) and ordinary machinery (35) [ Table 5 here]
In a next step in the analysis we attempt to get a better idea of which types of firms are likely to be subsidy recipients. Therefore, Table 6 presents the results of an exploratory econometric analysis where we regress the log level of production subsidy received by firm i in time t on a number of firm characteristics which we may expect to be correlated with subsidy receipt. We find that, all other things equal, SOEs receive on average larger subsidies than collectively owned or private firms.
The first result is in line with the summary statistics presented in Table 3 but now allows the conclusion that SOEs are more prominent recipients of subsidies even when controlling for some other firm characteristics.
Irrespective of ownership structure the majority of enterprises in China are affiliated to some level of government administration (e.g. Lui et al, 2006) . The function of the relevant government body (local, provincial or central) is to offer credit guarantees and political protection, in return for some "management fees". Our exploratory work suggests that the government-firm relationship is important in attracting production subsidies, with firms under the control or associated with the central government benefiting disproportionately more in this respect.
We also include our two instrumental variables candidates, the level of employee social welfare benefits and the contribution of local and regional governments to a firm's paid up capital in this exploratory analysis. As can be seen, both are positively correlated with the receipt of subsidies.
As to the other observables included in the model we find that, generally, larger firms receive higher absolute levels of subsidies and the profitability of the firm is negatively correlated (with the exception of collectively-owned firms) with the level of the subsidy it receives. This is perhaps a reflection of the common policy of subsidising loss-making SOEs -a policy that China committed to end by 2005 with its accession to the WTO in 2001. Furthermore, we find for all types of firms, especially for SOEs, that exporting is positively correlated with the amount of subsidy received.
It needs to be stressed this analysis is only exploratory and intended to shed some lights on the correlates of production subsidies in China. A fuller treatment of the issue is beyond the scope of this paper.
[ Table 6 here]
Econometric results
We now turn to the more formal econometric modelling of firm level exports based on equation (1). In order to establish some benchmark results as well as to provide a statistical test of the validity of the instruments, Table 7 presents the findings of estimating equation (1) using the linear GMM estimator. In all specification, the instrument validity tests are in line with our expectation that the instrumental variable candidates are exogenous. It is also reassuring to note that the Cragg and Donald (1993) test emphatically rejects the null hypothesis that social welfare benefits and state capital are weak instruments for production subsidy. The linear GMM estimator suggests that a positive and significant relationship between production subsidy and exports exists. It also provides suggestive evidence that effect of subsidies is conditional on firm level characteristics. The results from the linear GMM are potentially biased as it does not take account of the left truncation of the dependent variable. Therefore, we concentrate on the estimates from the endogenous Tobit model in the remainder of the paper.
[ Table 7 here] Production subsidies and the level of exports Table 8 reports marginal effects of a unit change in the independent variable on the level of exporting given that the firm is an exporter (as in equation 2), from the instrumental variables Tobit model based on the whole data set. It worth noting that the test for the null hypothesis that the subsidies are exogenous is emphatically rejected all specifications. In terms of the coefficients on the control variables included in the model, we find they all turn out as expected. In line with the literature we find that export activity is highly persistent as indicated by the positive and statistically significant coefficient on the dummy variable indicating previous export experience. We also find that firms that are more productive, larger and those that receive larger inflows of foreign capital tend to export more.
The variable of most interest to us is, of course, the production subsidy and we find that this has a positive effect on the level of exports, as expected. According to the baseline model in Column
(1) we find that doubling production subsidies would, on average, lead to a 10.3% increase in the level of exports. 16 This result is, thus, in line with Rodrik (2006) and Wang and Wei (2007) , who also stress the important role policy has had on China's export performance.
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The results thus far constrain the effect of subsidies on exporting to be the same for all firms.
This misses important aspects of heterogeneity in our sample. We attempt to explore some of these facts in further results in Table 8 where we allow the coefficient on subsidies to vary according to 16 Recall that this is a "pure" export effect as we control for productivity and firm size in the regressions. 17 However, it contrasts somewhat with Bernard and Jensen (2004) who find that state support has had no significant effect on the probability to export of firms in the US. A number of differences in the analyses are worth pointing out. Firstly, our subsidy measure captures production subsidies to firms while Bernard and Jensen explicitly measure export promotion activities at the level of the state. These are likely to consist mainly of efforts to collect information on foreign markets to lower entry barriers, or a co-ordination role for current and future exporters, and are hence quite distinct from financial assistance related to actual production. Secondly, our data relate to an emerging economy which has a much greater potential for new firms to enter export markets than in a mature economy like the US. some given characteristic. In column (2) we interact subsidies with a dummy equal to one if a firm operates in a sector that is judged to be relatively capital intensive. Rodrik (2006) argues that Chinese policy was in particular directed towards building up knowledge and export capability in high technology sectors (contrary to its natural comparative advantage in labour intensive products) and we may therefore expect that subsidies had a larger influence in those sectors. Our result on the interaction term is in line with this contention. We find that only firms in capital-intensive sectors benefit from subsidies.
To consider another aspect of heterogeneity, in column (3) we interact subsidies with a dummy equal to one if a firm is loss making. This explores the impact of China's particular policy of granting subsidies to loss making SOEs which were an issue during WTO negotiations (Eckaus, 2006) . Our results show that such subsidies had less effect on export activity. One explanation might be that subsidies could encourage these loss making firms to stay inefficient or loss making, in order to obtain subsidies for loss making firms again in the next year. Column (4) shows that the exports of firms in non-coastal (high trade cost) regions benefit more from subsidies indicating that the latter are playing a role in reducing trade costs and that government policy plays a larger role in less-developed (high trade cost) regions. Finally Column (5) of Table 8 indicates that the positive relationship between exports and subsidies continues in the post-WTO era (low trade cost regime), albeit at a less pronounced level.
[ Table 8 here]
Another aspect of heterogeneity in our sample is ownership. In the analysis thus far we pool data for state-owned, collectively-owned and private firms. In order to capture possible differences in firms' benefits from subsidies, we split the sample into three sub-samples for each type of ownership and estimate the model separately on these. The results are reported in Tables 9 to 11 . The effects of our control variables are qualitatively similar across ownership structure, while recognising that the magnitude of coefficients is somewhat different in the three samples in a number of instances.
However, when exploring the role of firm characteristics in the export-subsidy nexus, there are some interesting differences across ownership structure: We fail to find an unconditional effect of subsidies on exporting for private owned firms (Table 11 , column (1), although they still do benefit if they are in capital intensive industries, profit making and in non-coastal regions. On the other hand, the profit making status of collectively-owned firms does not appear to affect the subsidy-export nexus. Finally, it is worth noting that the exports of state-owned enterprises benefit from production subsidies, irrespective of the firms' capital intensity.
[Tables 9-11 here]
Production subsidies and the probability of exporting
In the preceding paragraphs we discussed the marginal effects of production subsidies on the volume of exports, given that the firm is exporting. We now briefly discuss the impact of subsidies on the probability of exporting based on the marginal effects (as in equation 3) reported in Tables 12-15 .
Considering the results from whole sample (Table 12 ), a doubling of production subsidies increases the probability of exporting by two percentage points on average (Column (1)) and further analysis
shows that this effect is confined to capital intensive industries, is relatively more pronounced amongst profit-making firms and firms in non-coastal regions. What is striking here is the fact that the magnitudes of the effects are quite small. This finding suggests that production subsides in China play a relatively minor role in helping new exporters. This lack of economic significance of the impact of subsidies on the probability of exporting remains intact as we analyse the model across the various ownership categories (see Tables 13-15 ). Based on this we conclude that subsidies can enhance the exporting capacity of firms that are already in the export market and perhaps help maintain their international competitiveness.
[ Tables 12-15 here]
Conclusions
Using a unique data set from the Chinese manufacturing sector, this paper analyses the impact of production subsidies on firms' export performance. It documents robust evidence that production subsidies stimulate export activities of existing exporters, but have not been very helpful for a firm to enter the export market. However, we also find that the export-enhancing subsidy effect is conditional on firm characteristics. In particular, the beneficial impact of subsidies is found to be more pronounced amongst profit-making firms, firms that are in capital intensive industries, and those located in non-coastal regions. Compared to firm characteristics, the extent of heterogeneity across ownership structure proves to be relatively less important.
So it appears that the answer to the question posed in the title is affirmative. Notes: a. Dependent variable: log production subsidy b. Marginal effects from Tobit regressions with standard errors in parentheses c. significant at 10%; ** significant at 5%; *** significant at 1% d. Profitability is defined as pre-tax profit/total sales e. The central, provincial and local government dummies indicate which level of government, firms are political affiliated with. Firms no political affiliations constitute the base group. f. All specifications include the full set of time, two-digit industry and regional dummies. a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1%
c. All specification include the full set of time, two-digit industry, and regional dummies a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specification include the full set of time, two-digit industry, ownership and regional dummies d. See Equation (2) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specification include the full set of time, two-digit industry and regional dummies d. See Equation (2) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specification include the full set of time, two-digit industry and regional dummies d. See Equation (2) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specifications include the full set of time, two-digit industry and regional dummies. d. See Equation (2) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specification include the full set of time, two-digit industry , ownership and regional dummies d. See Equation (3) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specifications include the full set of time, two-digit industry and regional dummies. d. See Equation (3) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specifications include the full set of time, two-digit industry and regional dummies. d. See Equation (3) for formula used to calculate the marginal effects. Notes: a. Standard errors in parentheses b. significant at 10%; ** significant at 5%; *** significant at 1% c. All specification include the full set of time, two-digit industry and regional dummies d. See Equation (3) for formula used to calculate the marginal effects.
